~ 
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Above: 


Sundance Power Station of Calgary Power Ltd. com- 
menced operations last year. Engineering work on 
three further units is underway. The station will even- 
tually house 1,300,000/1,600,000 kilowatts of gener- 
ating capacity. MECo engineers were responsible for 
the design and project management of the power 
station and of the strip mining operation shown in the 
foreground. 


Cutaway View of a large nuclear research reactor in 
Taiwan. Canatom Ltd. has a contract from Atomic 
Energy of Canada Limited for engineering the re- 
actor, which embodies the world’s first zircaloy 
calandria. ‘ 


Artist’s Impression of a metallurgical reduction plant 
for Falconbridge Dominicana, C por A, a subsidiary 
of Falconbridge Nickel Mines Limited, now under 
construction in the Dominican Republic. Engineers of 
Hatch Associates Ltd. carried out the design of this 
project, to produce 63 million pounds of nickel (in 
ferronickel) annually. 


Bruce Steam Plant: Construction is well advanced on 
this major project for Atomic Energy of Canada 
Limited. It will supply 2.5 million pounds of steam 
per hour to a new heavy water facility at Douglas 
Point, Ontario. 


Cover Pictures: 


The Nelson River Transmission Project is one of the — 
largest high voltage direct current installations in the 
world. A project of Teshmont Consultants Ltd. for 
Atomic Energy of Canada Limited, it will be operated 
by Manitoba Hydro. Picture shows one of the dead- 
end towers of the facility which will transmit energy 
at 900,000 volts a distance of 550 miles from the 
Kettle Rapids to Winnipeg. 


Sawdust Bulk Handling Facility, designed by Hallmark | 
Engineering Limited for an export terminal near Van- 
couver, B.C. 


Phase Il of a major agricultural and water resource 
study in Colombia by Montreal Engineering is now 
underway. Picture shows George E. Hunt, manager 
of MECo’s resources division discussing trial plot - 
with farmer. 


The Point Tupper Power Station of the Nova Scotia 
Power Commission gained an ‘‘Award of Excellence” 
for Montreal Engineering in 1970. An extension pro- 
viding an additional 150,000 kilowatts is being en- 
gineered for this station. 
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Consolidated statement of income ~— in thousands of dollars 


for the six months 


ended June 30 


for the twelve months 
ended June 30 


HeVEnUe—IrOMm- OPerallOnS 1 sare. era ee Re ee 
Operating Ss xpensSes——-= sae ee ee 
Depreciation- and amortization... 1. oe eee 


INeGe— HOM ONeralOns= aes eos ee 
Interest and other income ............ Soe te 


PLrOviSiOn4fOrinCOMe taxes =... ta eo a ee 
Net=income rol ODCrAtIONS — crane anes as et ne 
Extraordinary items 

Proit-on-sale-ol-invesiments- 5 ee ele 


Minority interest in earnings of a subsidiary 
HOW AV GUY 6 Wi CC resent oe or oe en Oe 


NeCINCOMe—— a ae ee ee 
Net Income per share, before extraordinary items ........ 
NET-INGOME-pet Sale at acetate tee oe ee 


Consolidated statement of source 


and application of working Capital — in thousands of dollars 


Source of Working Capital 
Operations: 


TES Ef loner aa oar ee) Othe SB OTS) gl C0 6 [oe ing meainee eae res rRNA Sn eee a reer tine ae 
Less: Net funds from operations retained by joint venture companies 


Depreciation=and-amollcalOn—. ssn ao ons oe ae ee ee 
EFOT ORES Cath OTIC = 1 oe eer Se ee waa 
Sas SNOW HOMPOPC LAO M Saree seers See cle noe ee 
DalOaCRSnales less OXPeHNSel-Ol-ISSUC= cams sere mare a a ee ES 
SALC—Ob= IV CST CTS ae. ees aa ee ee were 


Application of Working Capital 


CCG eS ae ea ee ok eR ee See Se oe eee ee 
AIRC TIASE Ol 81 OC C8 SSO LS cee aera geben ST eet Da ee 
DAR Ee (0) g 00 Re eee ees re ee ete oer ey See te ae ere ea 
adore (o)qgron (Vole lien anes ds) ts) dae ents ays vo cermin eevee care ae are rere re 
Increase (decrease) in working capital during period .......... 2.0... cee eee 
Working=capital—at=bDoginning Of PenlOG arse ee een eens Pe og ee 
Working=capitalsat-end 01 Peri O Caceres reece ree ire we ane OR oe oo 


1970 1969 
$ 8,553 $ 6,648 
7,019 5,966 
56 42 
7,115 6,008 
718 640 
83 42 
861 682 
455 335 
406 347 
--- 130 
406 S477 
282A 
cr 


Note: The above statements are unaudited and subject to year end adjustments. 


1970 1969 
$17,725 $15,011 
16,279 13,450 
100 80 
16,379 13,530 
1,346 1,481 
183 136 
1,529 1,617 
795 786 
734 831 

= 164 

=< (16) 

$= 734— —$— 979 
50¢ 57¢ 
sof TE 


for the six months 
ended June 30 


1970 1969 
$ 406 $——ALT 
133 56 

213 421 

56 42 

315 80 
644 543 

= 1,530 

= 50 

$ 644 $ 2,123 
856 177 

12 86 

146 112 

— 401 
1,014 776 
(370) 15346 
4,628 3,434 

$ 4,258 $ 4,781 


sec a a ac a 
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A TRAVERS LE MONDE 


Micnenco Limited 


Rapport Intérimaire aux Actionnaires 
pour les six mois terminés 
le 30 juin 1970 


Nous avons le plaisir de vous sou- 
mettre le rapport intérimaire de revenu 
durant les périodes de six mois et de 
douze mois terminées le 30 juin 1970. 


La Compagnie a acquis 25 pour cent 
de Hatch Associates Ltd., firme réputée 
d’ingénieurs-conseils de Toronto. Cette 
derniére offre des services d’ingénierie 
avec spécialisation dans |’industrie mé- 
tallurgique et le transport en commun. 


Monenco a récemment rec¢u |’approba- 
tion de la Bourse de Toronto pour l|’ad- 
mission des actions ordinaires a la cote 
officielle de la Bourse. Nous croyons que 
les actions seront inscrites en septembre. 


Montréal, Québec 


le 26 aodt 1970 Président 


monenco limited 


PLACE BONAVENTURE, MONTREAL 114, CANADA 
CORRESPONDENCE: 
P.O. Box 777, Place Bonaventure, Montreal 114 


Tel: (514) 395-3636 
NEWS RELEASE 


MONENCO SHOWS IMPROVEMENT 


MONTREAL, APRIL 20, 1971:- Monenco Limited reports an increase in 

revenue of 11% to $17,042,000 for 1970, in spite of prevailing difficult 
business conditions. Net income from operations increased 53% to $711,000. 
The firm's annual report, issued today, indicates that earnings from 
operations were 49 cents per common share compared to 46 cents in 1969. 
Dividends of 10 cents per share on common shares were paid on June 1 


and December 1, 1970. 


A holding company for a number of leading firms in the consulting and 

allied fields, Monenco Limited went public two years ago. In 1970 it 
acquired substantial interests in the Toronto-based firm of Hatch Associates 
Ltd., well-known consultants in the fields of mining & metallurgy and 

rapid transit; La Société d'Ingénierie Cartier Limitée, which operates 

in Quebec and other French-speaking areas of the world; Hallmark Engineering 
Ltd. of Vancouver, consultants to the forest products industries; ShawMont 
Ltd., Nigeria; and Pemcan Services, a joint venture nme ae oil and 


gas pipeline systems in the Arctic. 


Internationally oriented, Monenco is also active in hydro, thermal and 
nuclear power; resource studies; food processing, petro-chemicals, pulp 
& paper and other industrial plants; airports; telecommunications & 


control; environmental control; and computing services. 


=30- 


Contacts: John’S* Walsh 
(514) 395-3626 


Catherine Danaher 
(54395-8533 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Alberta Library 


https://archive.org/details/Mone0380_ 1970 | 


MONENCO 


Directors 

W. R. Davis 

G V. Eckenfelder 
GeG: Hatch 

A. W. Howard 

C. F. Mallory 

J. K. C. Mulherin 
N. Rivington 

C. Ritchie 

J. K. Sexton 

W. J. Smith 

D. Stairs 

M. G. Taylor 


Head Office 
Calgary, Alberta 


Principal Office 
Place Bonaventure, Montreal, Quebec 


The Monenco Companies whose operations 
are covered by the Financial Statements 
included in this report are: 


MONENCO LIMITED 
Wholly Owned Subsidiaries: 


Montreal Engineering Company, Limited 
Montec Ltd. 

Monenco Computing Services Ltd. 
Montreal Engineering (Overseas) Ltd. 
Montreal Engineering (Eastern) Limited 


Associated Companies: 

Montreal Engineering International Limited 
Canambra Engineering Consultants Limited 
Canatom Ltd. 

Carlmont Associates, Inc. 

Caseco Consultants Limited 

Consorcio Baricentro-Montreal Engineering 
Crippen Engineering Ltd. 


LIMITED 


Officers 

D. Stairs, Chairman 

C. Ritchie, President 

A. W. Howard, Vice-President 
W. R. Davis, Vice-President 

J. K. Sexton, Vice-President 

M. G. Taylor, Vice-President 

C. F. Mallory, Vice-President 

J. K. C. Mulherin, Vice-President 
N. Rivington, Vice-President 

W. J. Smith, Vice-President 

G. L. Gilker, Secretary-Treasurer 
H. B. Curtis, Assistant Secretary-Treasurer 
F.C. Palmer, Assistant Secretary 
R. G. Black, Assistant Secretary 


Transfer Agent and Registrar 


Montreal Trust Company, 
Calgary, Montreal, Toronto and Vancouver 


Auditors 
Price Waterhouse & Co., Montreal 


E. & B. Cowan Ltd. 

Edmunde Newhall Associates Ltd. 

G. E. Crippen & Associates Ltd. 

Hallmark Engineering Ltd. 

Hatch Associates Ltd. 

La Société d’Ingénierie Cartier Limitée 
Larmont Mill Process Consultants Ltd. 
Mon-Max Services Ltd. 

Price-Mont Ltd. 

Professional Printing Services Ltd. 
Saskmont Engineering Ltd. 

ShawMont Newfoundland Limited 
ShawMont Ltd. 

Sheppard T. Powell Associates (Canada) Limited 
Teshmont Consultants Ltd. 

Tidal Power Consultants Ltd. 

Victus Consultants Ltd. 

Wade Reproduction Services Inc. 

Western Canada Hydraulic Laboratories Ltd. 
Western Fly Ash Ltd. 


Report to the Shareholders 


Operations 


MONENCO LIMITED continued to grow and diversify 
in 1970. Revenue from operations increased 11% to 
$17,042,000 and net income from operations increased 
5¥2% to $711,000. Earnings per common share were 
49 cents compared to 1969 earnings from operations of 
46 cents per share and 55 cents per share including an 
extraordinary item. The increase in operating earnings has 
been achieved during a year of difficult business condi- 
tions. Semi-annual dividends of 10 cents per share were 
paid on June 1 and December 1 on the common shares. 


The work load of a number of the subsidiary and associated 
companies declined during the year, but overall business 
conditions began to improve in the autumn. In spite of the 
adverse conditions which prevailed, several major new 
projects were initiated, including: 


Bayano Hydro Project (Montreal 


Engineering Overseas) . Panama 
Point Tupper Thermal Plant Extension 

(Montreal Engineering) . Nova Scotia 
Ruttan Lake Mine Utilities (Montreal 

Engineering) : Manitoba 
Sidbec Steel Meltshop See 

Associates) , Quebec 
Thunder Bay Newsprint Mill Extension 

(E. & B. Cowan) ; Ontario 


Work continued on a number of major projects in 1970, 
which included: 


Ariguani Agricultural Study 


(Montreal Engineering) . Colombia 
Bighorn Hydro Development 

(Montreal Engineering) . Alberta 
Boundary Dam Thermal Plant, 

Unit No. 5 (Saskmont) Saskatchewan 
Bruce Fossil Fuelled Steam Plant 

(Montreal Engineering) . Ontario 


Holyrood Thermal Power Plant, 
Units No. 1 and No. 2 Seca 


Newfoundland) Newfoundland 


Karachi Nuclear Power Plant 
(Montreal Engineering) . 


Maskeliya Oya Hydro Plant 
(Montreal Engineering) . 


Mica Dam (G. E. oe CASECO 
Consultants) 


West Pakistan 
Ceylon 


British Columbia 
Nelson River Transmission Line ' 


(Teshmont) . : Manitoba 
Rajasthan Nuclear Power Plant 

(Montreal Engineering). . . . . India 
Sundance Thermal Plant, 

Units No. 1 and No. 2 (Montreal 

Engineering) ani Alberta 
Taiwan Research Reactor (Canatom) Taiwan 
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The Sundance Thermal Plant No. 1 Unit in Alberta was 
completed during the year, the Holyrood Thermal Station 
No. 1 Unit in Newfoundland was commissioned, and work 
on the Karachi Nuclear Plant drew to a close. 


As the foregoing indicates, much of the work of Monenco’s 
subsidiaries and associates is in the power field. The 
principal associates operating in fields other than power 
engineering are Hatch Associates Ltd., E. & B. Cowan Ltd., 
and Mon-Max Services Ltd. Together they contribute 
substantially to Monenco’s gross revenue and net income. 


Hatch Associates Ltd. maintained a high level of activity 
in 1970, during which the engineering design of the 
Falconbridge Dominicana C. por A. ferronickel smelter 
was completed and a field staff is presently on site in 
the Dominican Republic during construction. The engi- 
neering of the Sidbec Contrecoeur steel meltshop is near- 
ing completion, and construction of the plant in Quebec 
is well advanced under the supervision of Hatch Associates 
Ltd. as Project Manager. When completed it will be one of 
the most modern projects of its kind in the world. In the 
soft ground tunnelling field, Hatch Associates Ltd. is super- 
vising construction of over two miles of subway tunnels 
for the Toronto Transit Commission. It is of interest that 
since 1958 this Company has been involved in more than 
seven miles of subway tunnels and stations. 


E. & B. Cowan Ltd. found 1970 to be the busiest year in 
its history. It continued work on the Stephenville, New- 
foundland liner board mill and, in addition to a number of 
small projects, received major assignments for a mill 
extension at Terrace Bay, Ontario; for a pulp mill in Spain 
and the expansion of a newsprint mill in Thunder Bay, 
Ontario. 


Mon-Max Services Ltd., which carries out engineering 
and construction work in the petrochemical field in Western 
Canada, had a low volume year. Engineer-construct work 
included two compressor stations for Trans-Canada Pipe 
Lines in Saskatchewan. In addition, a number of contracts 
for engineering services was completed on various petro- 
chemical projects. With the approval of large scale gas 
exports to the United States and the discoveries resulting 
from oil and gas exploration in northwest Canada and 
Alaska, current activity of interest to Mon-Max is at a higher 
level than a year ago. 


Development and Diversification 


The year 1970 saw the formation of new associations and 
the acquisition of interests in other consulting companies. 
These were: 


Hatch Associates Ltd., Toronto, which specializes in con- 
sulting engineering services in the fields of metallurgy and 
soft ground tunnelling for rapid transit systems. 


La Société d’Ingénierie Cartier Limitée, Montreal, which . 
provides a full range of engineering services in the Prov- 
ince of Quebec and other French-speaking areas in the 
world. 


Hallmark Engineering Ltd., Vancouver, which provides 
consulting services to the forest products industries and 
for materials handling, complementing those of E. & B. 
Cowan Ltd. and enabling the Monenco group to offer 
integrated and complete services in this field. 


ShawMont Ltd., Montreal, which provides consulting 
services in Nigeria. 


Pemcan Services, a joint venture of Mon-Max Services 
Ltd., Calgary, which is investigating development of pipe- 
line systems from newly discovered oil and gas fields in 
the Arctic. 


Your Company has also entered two new, but allied, fields 
in electronic research and development. An interest was 
acquired in Hermes Electronics Limited of Dartmouth, 
Nova Scotia, which develops and produces sophisticated 
electronic defence equipment. Edmunde Newhall Asso- 
ciates Ltd. of Toronto was established for the development 
of components for interfacing between communications 
systems and data processing equipment. Both companies 
had an active year. 


The following tabulation shows the geographic sources 
of the Monenco group’s revenues and the contributions to 
revenue by type of service for 1969 and 1970: 


Monenco Revenue 
Geographic Distribution 


1969 % «1970 % 
Canada 
AtlanicwProvinces, .. . . 18.8 14.0 
CentralCanada .... . 6.6 Sot 
Prairie Provinces . . . . 48.7 44.8 
British Columbia, Yukon and 
Northwest Territories . . . 5.2 79.3 8.3 82.2 
Foreign 
Latin America and 
WestindieS 5 2 2. « « 5 9.9 6.0 
YGILED » 50 ees 9.1 Sy i 
Chine (See on eee lei 20.7 6.1 17.8 
100.0 100.0 


Type of Service 
Electric Power 


ConventioOnalieues ws je he OO 44.9 
EUR) CS1s eS ea 22 68.4 14.9 59.8 
Petrochemicals...) . . «. 20.5 18.6 
Metallurgical. . . ... . — 50) 
PUlorancdiPaben oe = . ». = - 0.2 4.3 
Resources, Industrial, Food, 
Mining, Telecommunications . 4.6 6.8 
Chillers “4 AUee Gun cee eee ae 6.3 5.5 
100.0 100.0 


As is demonstrated in the foregoing table, further diversi- 


fication is being achieved both in type of services rendered 
and in geographic source of revenues. 


Proposals for Tax Reform 


During the year Monenco contributed to several briefs on 
the Federal Government's Proposals for Tax Reform and 
in particular supported the submission by the Association 
of Consulting Engineers of Canada. Your Company op- 
poses the proposal which would bring about taxation of 
all corporations at a flat rate of 50% and the proposal 
to tax professionals on an accrual rather than a cash basis. 
Opposition was also expressed to proposals which would 
have an adverse effect on the international operations of 
Canadian consultants. Of particular concern is the proposal 
that taxes on foreign earnings would in most cases have 


to be paid up to the level of Canadian corporate tax rates. 
In addition, professional non-resident staff working abroad 
would be faced with paying a capital gains tax upon 
departure from Canada. These two proposals, if imple- 
mented, will make it more difficult for Canadian consul- 
tants to work abroad and to compete against consultants 
from countries which grant substantial tax incentives for 
the export of services. The Association’s brief expressed 


‘strong opposition to all these points. 


Future Prospects 


The consensus among consulting engineering firms is that 
the prospects for 1971 are better than at this time in 1970. 
Government and consumer spending are expected to grow 
at a faster rate and credit is now more easily available. 
Eventually these factors will cause an increase in capital 
expenditures on which our business depends in large 
measure. In particular, an uptrend in real economic growth 
will create a higher demand for electric power, which in 
turn brings with it increasing requirements for engineering 
work in this field. 


There are also special areas in which the demand for 
engineering services is expected to increase substantially. 
The growing public concern about the environment is 
causing both government and industry to initiate studies 
and to call for designs of pollution control systems. The 
substantial growth in the work load of Sheppard T. Powell 
Associates (Canada) Ltd., which operates in this field, in 
the past year has been most gratifying. This associate, 
together with Montreal Engineering’s Resources Division, 
has a promising future for increased participation in this 
work. Another important prospect for engineering services, 
and of current interest nationally, is the proposal to trans- 
port oil and natural gas from Alaska and the Northwest 
Territories to markets in Canada and the United States. 
The energy shortage in the United States is bringing pres- 
sure for the immediate movement of these fuels to the 
market. This will create considerable engineering activity, 
and Mon-Max Services Ltd. is actively engaged on the 
early phases of this work through PEMCAN Services. 


In general the prospects for 1971 are for increased reve- 
nues accompanied by some improvement in margins, 
which have suffered in the recent past from competitive 
conditions and higher overheads. 


General 


In August, 1970, Dr. G. G. Hatch became a Director of 
Monenco Limited. Dr. Hatch, President of Hatch Associates 
Ltd. of Toronto, is a prominent Canadian engineer and 
metallurgist. He replaces Mr. A. Dobson, Vice-President 
of Montreal Engineering Company, Limited. 


Monenco Limited’s common shares were listed on the 
Toronto Stock Exchange on September 30, 1970. 


Your Company’s performance in 1970 is the result of the 
efforts of its professional and supporting staff at all levels 
throughout the world. Their loyalty, support and co-opera- 
tion is most reassuring, and it is with great pleasure that 
we record our sincere appreciation for their efforts. 


Submitted on behalf of the Board, 


C. RITCHIE, 


April 5, 1971 President 


MONENCO LIMITED 
Ten Year Review 


(in thousands of dollars) 


Revenue from 


Net income 


Net income for the year, 
after extraordinary items 


Years operations from operations and minority interest Years 
1961 3,304 197 eee 1961 
1962 3,263 170 135" 1962 
1963 3,486 92 82 1963 
1964 5,007 388 349 1964 
1965 6,776 501 449 1965 
1966 10,010 720 809 1966 
1967 12,842 822 754 1967 
1968 TOL 962 1,061 1968 
1969 15,820 675 805 1969 
1970 17,042 os fated 1970 
* Adjusted for changes in minority shareholding 

Accounting Policy 

Monenco carries on its consulting practice through elimination of inter-company charges, has been 


wholly-owned subsidiaries and associated compa- 
nies. These associated companies include engineer- 
ing Companies in which Monenco has purchased 
substantial interests and joint venture companies 
established to carry out a specific project or provide 
a specialized service. 


The accounts of the wholly-owned subsidiaries are 
fully consolidated with those of Monenco. 


Monenco’s share of the revenue, operating expenses 
and income taxes of the associated companies, after 
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included as such in the consolidated statement of 
income. This has been done to avoid distortion of 
profit margins and tax charges and to present fairly 
the extent of Monenco’s activities. 


The investment in the associated companies is car- 
ried in the consolidated balance sheet at cost plus 
Monenco’s share of undistributed earnings since 
acquisition. This presentation shows that although 
Monenco will receive these profits as dividends the 
underlying assets are not immediately available for 
Monenco’s use. 


MONENCO LIMITED 


Consolidated Balance Sheet 
December 31, 1970 


Assets 


Cash . 


Short term investments (market value $865,000; 1969 — $1,908,000) . 


Accounts receivable . 
Income taxes recoverable . 
Prepaid expenses . 
Current assets 
Investments — Associated Companies (Note 1) . 
— Other, at cost . 


Furniture & Equipment, at cost less accumulated depreciation 


Liabilities 
Accounts payable . 


Deferred income taxes (Note 2) 


Current liabilities including deferred income taxes . 


Shareholders’ Equity 


Share Capital 


Authorized: 2,000,000 Common shares of no par value, 
Carrying one vote per share 


500,000 Special common shares of no par value, 
Carrying five votes per share 


Issued: 1,191,901 Common shares 
268,096 Special common shares . 


Retained earnings 


Approved by the Board, 
D. STAIRS, Director. 
C. RITCHIE, Director. 


1970 1969 
(in thousands) 
$ 95 Sry 
865 1,886 
3,165 22 
285 342 
52 63 
4,462 5,080 
2,167 1,166 
223 86 
244 ai blk 
$7,096 $6,609 
439 452 
1,231 1,150 
1,670 1,602 
1,662 1,662 
125 125 
3,639 3,220 
5,426 5,007 
$7,096 $6,609 


MONENCO LIMITED 


Consolidated Statement of Income 
for the year ended December 31, 1970 


Revenue from operations 
Operating expenses . 


Depreciation and amortization 


Income from operations . 


Interest and other income . 


Provision for income taxes . 
Net income from operations 
Profit on sale of investments 
Net income . 

Net income per share: 


From operations . 


Including profit on sale of investments . 


Consolidated Statement of Earnings Retained in the Business 


for the year ended December 31, 1970 


Balance at beginning of year . 


Net income for the year . 


Dividends paid — in cash 
— in preferred shares 


Expense of issuing shares . 


Balance at end of year . 
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1970 1969 
(in thousands) 
$17,042 $15,820 
15,582 14,526 
100 86 
15,682 14,612 
1,360 1,208 
211 142 
1,571 350 
860 675 
711 675 
— 130 
$ 711 $ 805 
49¢ 46¢ 
49¢ 55¢ 
1970 1969 
(in thousands) 

$ 3,220 $ 2,601 
711 805 
3,931 3,406 
292 23 
~ 94 
— 69 

292 186 | 
$ 3,639 $3220 


MONENCO LIMITED 


Consolidated Statement of Source and Application of Working Capital 
for the year ended December 31, 1970 


Source of Working Capital 


Net income for the year . 
Depreciation and amortization 


Deferred income taxes . 


Less: Net funds from operations retained by 
associated companies a es 


Cash flow from operations 
Sale of shares, less expense of issue 


Sale of investments 


Application of Working Capital 


Investments in associated companies 
Other investments 

Purchase of fixed assets 

Dividends 

Redemption of preferred shares . 


Redemption of preferred shares of a subsidiary . 


Increase (decrease) in working capital . 
Working capital at beginning of year . 


Working capital at end of year (Note 2) . 


1970 1969 
(in thousands) 

$ 711 $ 805 
100 86 
80 Zon 
891 1,128 
208 BZ 
683 1,076 
—_ alRoxch 
13 79 
696 2,686 
$ 835 $ 826 
150 13 
24 135 
292 23 
— 247 
—_ 248 
1,301 1,492 
(605) 1,194 
4,628 3,434 
$4,023 $4,628 


Explanatory Notes to the Consolidated Financial Statements 


1. Principles of Consolidation 


The consolidated Financial Statements include the 
accounts of the Company’s wholly owned subsidia- , 
ries. The investments in associated Companies are 
carried at cost plus undistributed earnings. The 
consolidated statements of income includes the 
Company’s share of the revenue and expenses of its 
associated companies. 


2. Income Taxes 


A subsidiary company reports its income for tax pur- 
poses on a cash basis, rather than the accrual basis 
on which the financial statements are prepared, thus 
deferring payment of income taxes on the accrued 
income. Under the existing tax law no material reduc- 


tion will take place as long as operations continue 
at existing or increased levels. As no material reduc- 
tion in the amount deferred is anticipated during 1971, 
the deferred taxes are excluded from current liabilities 
in determining working capital in the statement of 
source and application of working capital. However, 
as this amount. arises from the tax treatment of current 
assets, it is classified with current liabilities in the 
balance sheet. 


3. Remuneration of Directors and Officers 


Direct remuneration paid by the Company and its 
subsidiaries to senior officers aggregated $334,063 
in 1970 ($331,240 in 1969). No fees were paid to the 
Directors of the Company. 


Auditors’ Report 


To the Shareholders of Monenco Limited: 


We have examined the consolidated balance sheet of 
Monenco Limited as at December 31, 1970 and the 
consolidated statements of income, earnings retained 
in the business and source and application of 
working capital for the year then ended. Our exam- 
ination of the financial statements of Monenco 
Limited and those subsidiaries and associated com- 
panies of which we are the auditors included a 
general review of the accounting procedures and 
such tests of accounting records and other support- 
ing evidence as we considered necessary in the 
circumstances. We have relied on the reports of the 
auditors who have examined the financial statements 
of the other companies. 
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In Our Opinion these consolidated financial state- 
ments present fairly the financial position of the com- 
panies as at December 31, 1970 and the results of 
their operations and the source and application of 
their working capital for the year then ended, in 
accordance with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the 
preceding year. 


PRICE WATERHOUSE & CO. 
Chartered Accountants. 


Montreal, Quebec 
March 25, 1971 
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